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Labor Productivity 


Much of the ado about low labor 
productivity carries with it the assump- 
tion that the situation between labor 
and management is very much like that 
between master and servant, where for 
the moment the servant is falling down 
on the job. You get the impression 
that the principal occupation of man- 
agement is that of urging employees 
on to greater effort, and of persuading 
them that the “clover” can be made no 
sweeter. It is quite natural to infer 
that the managers themselves are not 
workers but merely articulate drones. 
Management’s public relations author- 
ities could serve their interests well 
if they jumped quickly to the job of 
Seotching this concept, which is so 
Tapidly gaining currency. There is an 
absorbing and brilliant story to tell to 

effect that managers are workers 
It is within the power of manage- 
ment to increase the output per worker 
Many-fold. There are definite limita- 
Bar to how hard a man can work. 

t the potential for increasing his out- 
put through improved methods and 

fools is well-nigh infinite. Finding 
c ys of realizing on this potential is 
im the job at which management works. 

Anyone who attended the AMA 
im troduction Conference some days ago 
fm could not help feeling a thrill at the 
istas for management that lie in this 
'@irection. 

- The following story, told by G. O. 
difford, Technical Director of the 
tmington Arms Company, illustrates 
type of thing which management 
been doing right along in the course 
ithe day’s work: 


Ay ‘50 





“Shortly after Dunkirk, when the 
British were desperately in need of 
rifles, we were asked to convert one of 
our plants to produce 1,000 Springfield 
rifles per day, and in order to gain time 
were to use equipment which had been 
tooled up 20 years before and stored at 
a government arsenal. While this 
equipment did produce the desired 
quantity of good-quality rifles, it pre- 
sented us with a number of problems, 
since the process was liberally inter- 
spersed with hand burring and filing 
operations, and many of the parts re- 
quired a long sequence of machine cuts 
on individual machines. That meant 
high scrap costs if any of the later oper- 
ations went wrong. 

“Before we had really got settled 
down to smooth operation, we were 
suddenly confronted with a demand to 
increase the production rate to 3,000 
per day. Since we were already opera- 
ting virtually all the equipment three 
shifts, and using all the floor space 
available, the increase seemed utterly 
impossible. However, we asked and 
obtained Ordnance permission to make 
some changes in the design of the rifle 
to adapt it to modern high production 
processes. One of the first things we 
did was to develop blanked and formed 
parts to substitute for some of those 
which required slow machining and 
hand filing operations. As a result, not 
only was the desired production rate 
obtained without the necessity of pro- 
curing a large quantity of critical ma- 
chines and tools, but the labor cost was 
reduced by 37 per cent, all this saving 


(Continued on page 4) 








TRENDS 
IN 
BUSINESS 


GENERAL OUTLOOK 

The boom continues, but more and 
more voices are heard predicting the 
bust. Brookmire, Inc., expresses it 
this way: “Commodity prices are soar- 
ing, and business activity is booming. 
Trouble lies ahead. These two sen- 
tences present a paradox indeed; but a 
drop will follow a rise just as surely in 
economics as the night does the day in 
nature. In the typical cycle, a boom 
breeds excesses, which require correc- 
tion, while the main difference in a 
period influenced by a war is that the 
evils exist in exaggerated form.” 

More conservatively, Business Week 
suggests that by early next year “prices 
could become very vulnerable,” and 
“inventories which now look safe in 
size could become burdensome.” 

The magazine further points out that 
the effect of strikes, unlike those of the 
recent past, is likely to be deflationary 
rather than inflationary. “Wages lost 
by strikers and workers laid off in 
affected plants would more than out- 
weigh the near-term effect of pay in- 
creases to be won. This could have a 
lot of influence on prices now nearing 
the danger zone.” 











PRODUCTION 

Over-all production was up slightly 
in October, and continued at high levels 
early in November, with steel ingot out- 
put above 90 per cent of capacity, and 
production of cars and trucks topping 
94,000 weekly (1941 average, 98,236). 

These figures, however, are those 
recorded before the effects of the coal 
strike began to be felt. If the stoppage 
continues for any length of time, of 
course, all output indexes will turn 
down again. Industrial supplies at 
present are sufficient for less than 40 
days. 

(Continued on page 2) 















































































Trends in Business 
(Continued) 


CONSTRUCTION 

In the first ten months of 1946, 
building permit values in 215 cities 
(Dun & Bradstreet figures) were 
nearly triple the 1945 figure for the 
corresponding ten-month period; but 
the showing in the latest month (Oc- 
tober) fell far short of that recorded 
earlier. 

October permits totaled $170,491- 
125, 3.4 per cent below September and 
only 5.3 per cent over the figure for 
October, 1945. Even excluding New 
York City, where permits were off 32.2 
per cent from last year, the gain over 
1945 was only 10.8 per cent. 


MONEY AND CREDIT 


Business failures, which dropped al- 
most to the vanishing point during the 
war, have been topping 1945 figures for 
eight consecutive weeks, Dun & Brad- 
street reports. 

In the latest week for which figures 
are available (ending November 14), 
they totaled 28, more than twice the 
figure for the corresponding week last 
year. Large failures—those with lia- 
bilities of $5,000 or more—numbered 
24, as compared to 5 in the same week 
last year. 

DISTRIBUTION 


While department store sales con- 
tinue to register big advances over fig- 
ures for the corresponding period of 
last year, advances from month to 
month are below seasonal expectations. 

Hence the Federal Reserve Board’s 
seasonally adjusted index dropped 
from 269 in September. to 253 in Octo- 
ber. Moreover, the September figure 
was well below that for August, when 
the index reached the record high peak 
of 290. 

PRICES 

Wholesale prices increased sharply 
in October and early November, as 
ceilings were removed from more and 
more commodities. Retail prices in 
October were about 15 per cent above 
what they were a year ago. 





SOURCES: 

ALEXANDER HAMILTON INSTITUTE 
BROOKMIRE, INC. 
BUSINESS WEEK 

CLEVELAND TRUST COMPANY 
DUN’S REVIEW 
FEDERAL RESERVE BANK OF 
NEW YORK 
NATIONAL CITY BANK 
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THE ATTACK ON INCENTIVES « 
From the critical discussions of incen- 
tive plans that are taking place every- 
where, it would seem that there is a 
gigantic conspiracy under way to prove 
that the incentive idea is fundamentally 
wrong. “What’s wrong with incen- 
tive?” is a favorite topic of conversa- 
tion wherever plant managers, tech- 
nicians, and labor officials gather. Ac- 
tually, however, with the exception of 
the last-mentioned group, the belief is 
implicit in these discussions that money 
incentives are fundamentally right, but 
can be improved, particularly with re- 
spect to administration. 

The spate of articles and conferences 
devoted to incentive problems seems to 
result from the fact that incentive forms 
of compensation are again undergoing 
a round of fire as a result of improper 
and hasty installation made during the 
war years. This criticism is being 
strongly augmented by re-assertion of 
traditional labor-union opposition. 

Right now many managements are 
being forcibly reminded that money in- 
centives do not represent all the things 
for which men work. Money may be 
the “shadow of the substance,” but men 
have been known to work for things 
that have no substance and cast no 
money shadow. There is a large body 
of management thinking that holds that 
incentive plans are but a substitute for 
the right kind of management leader- 
ship at the top and bottom of a com- 
pany. 

BOTH TYPES NEEDED « Indus- 
trial engineers and long-time users of 
incentive plans believe, on the other 
hand, that both financial and non-finan- 
cial incentives are needed; but most 
readily admit the importance of the 
leadership factor and acknowledge that 
widespread abandonment of incentive 
forms of compensation would place a 
new premium on leadership, decen- 
tralization, and small working groups. 

They hold, at the same time, that 
should incentives become cyclically un- 
popular, such a turn in the cycle would 
be short-lived, because instinctively 
workers wish to have their individually 
varying efforts reflected in compensa- 
tion. 


CAUSES OF GRIEVANCES -« 
Some authorities estimate that a third 
of the American industrial population 
works under some form of incentive 





compensation, and they also estimate 
that 80 per cent of the grievances sub. 
mitted by employees in these plants in. 
volve work standards. As to the fun. 
damental causes of such grievances, a 
speaker at the recent AMA Production 
Conference summarized them as fol. 
lows: 

1. The time study techniques are 
rather complicated and depend 
upon the experience of the ob. 
server for accuracy. 

2. Many plans make earnings too 
hard to compute. 

3. Time studies are often not made 
under standard conditions. 

4. Allowances for fatigue, personal 
time, and delays may be insufl- 
cient. 

5. Operators selected for study are 
often the fastest or most experi- 
enced in the group. 

6. Slight methods changes are some- 

* times used to “correct” loose 
standards. 

7. Time studies may be established 
with insufficient data. 

8. The standard may be made too 
tight. 


MEASURED DAYWORK = Sub- 
stitution of measured daywork for an 
incentive plan will, in all probability, 
reduce the number of grievances com- 
ing up, according to F. A. Schotters, 
Former Vice President, The Crosley 
Corp., and speaker at the Production 
Conference. 

In a plant employing approximately 
1,800 workers, written grievances wert 
reduced from an average of one to three 
a day to an all-time low of one in four 
months, Mr. Schotters said. 

“It is the belief of management,” he 
went on, “that less supervision is re 
quired where incentives are used. My 
experience, however, has been that in- 
spection points must be increased, and 
a tight rein exercised on quality con- 
trol. Actual practice has shown 2 
tremendous increase in scrap _ loss 
where incentive plans are used—a 
natural result of the operators’ desire 
to produce at a maximum rate. The 
additional inspection and quality cor- 
trol necessary may increase cost to @ 
point where it is questionable whether 
the reduction in scrap cost warrants the 


expenditure.” 
James O. Rice 
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University Research In Industrial Relations—II 


In recent years there has been a great 
increase in university research in indus- 
trial relations. In the following, a num- 
ber of recent research studies of interest 
to industrial relations executives are de- 
scribed.* 


ECONOMIC STABILITY AND PROGRESS 


Far-reaching studies of the possibili- 
ties of making national and company 
employment more stable are being un- 
dertaken by university economists, in 
consultation with industry and labor, 
for the Committee of Economic De- 


‘yelopment, the Brookings Institution 


(1947), the Harvard Graduate School 
of Business Administration (Spring 
1947), Ohio State University, the 
OWMR, and other organizations. Studies 
of the economic determinants of em- 
ployment are being made by S. H. 
Slichter of Harvard. Leo Wolman of 
the National Bureau of Economic Re- 
search is writing a preliminary report 
on the relationship of wages to employ- 
ment fluctuations. Studies of the mobil- 
ity of capital and labor are being made 
by the University of Pennsylvania. 
Increasing interest in raising produc- 
tivity is being met by studies of the 
U. S. Department of Labor (BLS) and 
the National Bureau of Economic Re- 
search. University of Pennsylvania 
studies of productive efficiency deal with 
its measurement, with the conditions 
which stimulate and retard reductions 
of unit costs, and with methods of shar- 
ing the gains. 
STRUCTURE OF INDUSTRIAL RELATIONS 
One of the most far-reaching attempts 
to provide a workable “theory of adap- 
tive human behavior” is being made by 
E. W. Bakke of the Yale Labor and 
Management Center. Designed to as- 
semble a series of generalizations based 
on actual observations of separate re- 
search studies, it may aid industry in 
estimating the reaction of an individual 
or a group to a certain action. A con- 
tinuous human relations audit will be 
conducted in several corporations to test 
the hypotheses. Additional testing is 
being done by C. R. Walker of Yale in 
observing the reaction of management, 
unions, and workers to technical 
changes. Important general studies are 





‘his survey is not complete, for lack of space for- 
bids a detailed analysis of the studies. e dates 
oe indicate the actual or proposed date of pub- 
ication. 





being made by Douglas McGregor and 
Irving Knickerbocker of Massachusetts 
Institute of Technology, on the theory 
and practice of managing people (since 
1943), on the social and psychological 
aspects of labor relations by B. M. 
Selekman of Harvard (1946-47). 


COLLECTIVE BARGAINING 


A three-year over-all study of the 
government of American unions, their 
principles, politics, practices and ten- 
dencies is being made by W. M. Leiser- 
son at Johns Hopkins University 
(Autumn 1947). At Yale, N. W. Cham- 


berlain is completing research on the 


impact of union activity on managerial 
functions in large corporations and in- 
vestigating the possibilities of resolving 
differences. Chicago University is un- 
dertaking field work on white collar 
unionism. J. J. Healy of Harvard is 
completing a study of seniority, in lay- 
offs and promotions. 

Industrial peace under collective bar- 
gaining is being studied by the National 
Planning Association with the aid of uni- 
versity economists. Case studies in union- 
management cooperation are being un- 
dertaken by Joseph Scanlon (Research 
Director of the Steelworkers on leave of 
absence as a visiting lecturer at M.L.T.), 
R. A. Lester of Princeton, Chicago Uni- 
versity, and Minnesota University 
(1946). 

THE LABOR MARKET 


A pilot study of the complex forces 
which determine wages in a labor market 
(New Haven) is being made over the 
next three years at Yale by L. G. Rey- 
nolds and J. Shister. A restatement of 
wage theory on the basis of quantita- 
tive data made available from wartime 
experience is under way at the Uni- 
versity of California. At Harvard, J. T. 
Dunlop is making a comparative anal- 
ysis of geographical and occupational 
wage structures in a group of industries. 

A factual, analytical study of union 
wage policy is being made by L. G. 
Reynolds at Yale. R. A. Lester of 
Princeton has just completed a study of 
the settlement of wage issues through 
national and regional collective bargain- 
ing in a number of industries. At 
Princeton, also, an investigation of com- 
pany wage policy is being made, cov- 
ering the level of wage rates, changes 
or adjustments in rates, factors influ- 
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encing wage changes, the aims of wage 
policy. A final report and summary of 
findings of the “St. Paul Study” on 
techniques for providing continuing 
measures of local labor markets is being 
made. A broad work on the influence 
of population factors upon labor market 
problems in the United States was begun 
at Miami University in 1945 and is to 
be completed in 1947. At Vanderbilt 
University, John V. Van Sickle has com- 
pleted his study of the geographical 
wage differential issue. 


PERSONNEL WORK 

In general personnel work, a major 
publication will be “Fundamental Poli- 
cies and Problems of Personnel Admin- 
istration” by Paul Pigors and C. A. 
Myers of M.IL.T. W. D. Scott and W. R. 
Spriegel of Northwestern University are 
making a survey of employee relations 
practices in industry and plan to use 
this as a basis for revising their book 
Personnel Management. Minnesota Uni- 
versity is working on some general per- 
sonnel information dealing with major 
types of labor relations jobs, a glossary 
of industrial relations terminology, a 
“five-foot shelf for industrial relations 
workers,” an analysis of the yardsticks 
of professional status. 

In the attempt to improve human re- 
lations, the University of Chicago is de- 
veloping a series of usable techniques. 
A. Bavelas of M.I.T. is doing basic re- 
search in connection with problems of 
communication. Mason Haire of M.I.T. 
is doing research on conference leader- 
ship, working with the elementary 
course sections and their instructors. 
W. R. Maclaurin of M.I.T. will study 
the “line management personnel ad- 
ministration” of research laboratories. 
Carroll L. Shartle of the University of 
Ohio is initiating a study of “Leader- 
ship in a Democracy.” 

An important segment of employers’ 
hiring policies and practices has been 
surveyed in several cities by William 
E. Noland of Yale and is in the course 
of being published. At Princeton, 
George Baldwin and J. Douglas Brown 
are writing a study of the employment 
process in a single industrial commu- 
nity. Helen Baker of Princeton is about 
to publish company experience in the 
operation of job evaluation plans. At 
Chicago University, L. Thurstone is 
identifying the components of mechani- 
cal aptitude, while Carl B. Rogers is 
working on adjustment counseling. Even 
the mere enumeration of these works in- 
dicates high promise. 
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Insurance Conference Designed 
To Answer Buyers’ Questions 


Effects of New Legislation to Be 
Analyzed; Panel Sessions Planned 


Discussions of insurance buyers’ problems, by experts who are in most cases 
buyers themselves, will make up the program of AMA’s two-day Insurance Confer- 


ence, December 5-6 at the Hotel Drake in Chicago. 


I. M. Carpenter, Manager, 


Insurance Department, Ebasco Services, and AMA Vice President for the Insurance 


Division, is in charge of the program. 
Important among the questions facing 
insurance buyers today is the effect of 
the new regulations now being devel- 
oped by various governmental bodies. 
Russell B. Gallagher, Insurance Man- 
ager, Philco Corporation, will analyze 
the possibilities in a talk on “The Effect 
of Public Law 15 on the Insured.” 
New state laws affecting group insur- 
ance plans, and new benefits and cover- 
ages developed by insurance companies 
will be reported on by A. D. Marshall, 
Assistant Secretary, General Electric 
Company; fundamentals of U. & O. cov- 
erage—how coverage is arrived at, how 
facts should be presented for a claim, 
etc.—by B. E. Kelley, Ebasco Services. 
Other topics and speakers will be 
“Today’s Problems in Crime Insur- 
ance,” Lewis E. Eldridge, Insurance 
Manager, Collins & Aikman Corpora- 
tion; and “Educating the Employee in 
Fire Loss Prevention,” Joseph A. Mc- 
Guckin, Philadelphia Electric Company. 
In addition there will be two panel 
sessions, at which members of the au- 
dience will have an opportunity to 
present their questions to experts. 


Personnel Conference 
Set for February 24-26 


Opinions and suggestions of AMA 
members now being sought in prepara- 
tion for the Mid-Winter Personnel Con- 
ference indicate considerable interest in 
the possibilities for new labor legisla- 
tion; trends in collective bargaining; 
personnel activities in a competitive 
economy; relationship between wages, 
prices, and employment; developments 
in employee selection and training 
techniques. 

The Conference, which will take place 
in Chicago at the Palmer House on 
February 24, 25, and 26, is expected to 
consist of sessions covering these and 
other topics of current importance to 
the industrial relations field. 
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(Continued from page 1) 

accruing to the government. Inciden- 
tally, six pounds less steel was required 
per gun, though the finished weight 
was only about a half-pound less. That 
meant about 16,000 pounds less chips 
and scrap per day to sweep up, sort 
out, and move out of the plant. Further- 
more, we found that we had designed 
right out of existence some of the hand 
filing operations which had been the 
source of endless discussions and 
potential grievances over work stand- 
ards.” 

Similarly, Joseph C. Spickler de- 
scribed a program of work simplifica- 
tion which has saved many thousand 
man-hours at Marshall Field & Com- 
pany, and among other things, has 
eliminated travel and truck pushing 
amounting in 17 months to 39,437 
miles, or one and a half times around 
the world. 

Savings like these far transcend any 
that could be made by harder work on 
the part of individual employees in the 
plant, and it is to such savings, rather 
than to any increased individual effort 
that we owe the advances in our stand- 
ard of living. 

It is true that employee inertia and 
hostility, and union featherbedding 
can nullify to a great extent the effects 
of technological advances, and equally 
true that employee interest and coop- 
eration can speed them up. Marshall 
Field’s work simplification program, 
for example, has involved soliciting of 
ideas al] down the line. 

But this is by no means the same 
thing as the inference which seems to 
be implicit in many recent discussions 
of productivity—that the only way we 
can double it will be for everyone to 
work twice as hard. 

The implication has been used to ad- 
vance the view that employees don’t 


Marketing Meeting 
Set for Jan. 9-10 
In New York City 


What companies can do now to p 
pare for the coming buyers’ market wi 
be charted at the AMA Marketing Cor 
ference, to be held January 9 and ]j 
at the Hotel Commodore, New Yo 
City. 


Topics to be discussed are: 


Marketing Conditions—Today and Te 
morrow 

Pricing and Cost Factors in Industrial an 
Consumer Markets 

Measuring Markets and Potentials 

New Patterns in Distribution 

Cutting Your Distribution Costs 

Modernizing the Distributor Organizatio 

Sales Standards and Performance 

Implementing Sales Policy at the Gras 
Roots Level 

Performance Checks on Sales Managemen 
Stan 

Sales Compensation in a Period of Flu 

Sales Training Methods at the Point 
Sale 

Consumer Attitudes 

The Industrial Marketer’s Special Proble: 








“deserve” wage increases because they 
are lying down on the job. This com 
cept may arise to plague its proponent 


later—when present production dif 
ficulties are ironed out and productivit 
inevitably rises, it will be easy to sel 
the idea that employees are responsibil 
for the entire gain, and should, there 
fore, receive all the benefit of it. 

A better argument would be to poi 
out that where productivity has not i 
creased, wage increases simply canmi 
be made because the business wom 
stand it; that is, business as a whe 
and the economic system won't stam 
it, because wage increases without col 
responding increases in productivil 
lead merely to inflation. This is 
matter of simple arithmetic—if the 
are no more goods but more money 
buy them, prices must inevitably 
We simply can’t consume what we @ 
not produce. 


Dhow 2 boda 


FINANCE CONFERENCE 
AMA will sponsor a two-day Finam 
Conference in New York City, Februat 
5 and 6. Sessions will be held at # 
Hotel Commodore. 








